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COMMERCE, DEPARTMENT OF
A summary of key facts in graphic form about the organization, finances,
and employment of U.S. governments at all levels has been released
by the Bureau of Census. The summary contains 50 charts and graphs on
the following subjects: governmental organization and finances,
including Federal state and local governments? public employment and
payrolls; state and local government retirement systems? environmental
quality; criminal justice; and labor-management relations. Copies of
the report, "Chart Book of Governmental Data— Organization, Finances,
and Employment: 1976", Series GF76, No.7, may be obtained for $.75
each from the GPO or from Commerce District offices.
COMMODITY FUTURES TRADING COMMISSION
Clearance of a new, single time, letter and form, Open Contracts in Interest
Rate Futures, has been requested from the General Accounting Office by
the CFTC (see 2/23/79 Fed. Reg., pp. 10787-88). The letter and form
(Form CFTC-161) are a Special Call for information on traders with five
or more contracts in interest rate futures traded on the Chicago Board
of Trade, the Chicago Mercantile Exchange, or the AMEX Commodities
Exchange, Inc. Information to be collected includes the occupation and
location of such traders, along with the size and type of their positions.
Respondents will be domestic commodities brokers who are registered
with the Commission and certain clearinghouse members of the above-named
exchanges. The proposed date of this Special Call is 3/30/79 and response
will be mandatory. Comments are requested by 3/12/79 and additional
information may be obtained by calling Patsy J. Stuart at 202/275-3532.
COUNCIL ON WAGE AND PRICE CONTROL
The Council on Wage and Price Stability barely survived a Senate Banking
Committee vote of "no confidence" when a compromise resulted in a
continuation of the life of the agency through September, 1980. The bi
partisan attack by some Senators on the Committee, reflecting concern
for the recent legal challenges to certain CWPS activities, most notably
the federal procurement program, rejected the White House request for a
two year reauthorization bill. CWPS, with 39 full-time staff positions,
has also requested a supplemental budget authorization to increase the
staff to over 200. The Senate Budget Committee will have to make a
recommendation on the supplemental request. The full Senate will then
have to consider the request, providing another forum for the continued
attacks against the CWPS.
CWPS Director Boswoth claims that "small firms" are disregarding the Admini
stration's anti-inflation program and are suspected of raising prices
in anticipation of possible mandatory wage and price controls at some
later date. Attempting to explain the January price increase to members
of the Joint Economic Committee, Bosworth acknowledged that under current
monitoring guidelines, the "small firms" with less than $500 million in
annual sales or revenues do not have to provide information which would
allow CWPS to monitor their pricing activities. In a comment which may
reflect Administration justification for an expected revision of their
1979 inflation goal of 7.5%, Bosworth stated that the White House forecast
is almost exclusively related to a favorable resolution of the Iranian
oil crisis.
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FEDERAL RESERVE BOARD
Regulation Y has been amended to permit bank holding companies to sell
money orders, travelers checks, and U.S. savings bonds to the public
at their non-bank offices, the Federal Reserve Board announced recently.
The agency approved an application by Citicorp to enable them to sell
these instruments and to provide consumer-oriented financial management
courses at 8 offices in Utah and its subsidiary. The FRB published a
proposed amendment in February 1978 in conjunction with an application
by Citicorp to add these sales to its activities.
FEDERAL TRADE COMMISSION
Conflict over the Co mmission's operations has emerged in the House Commerce
Subcommittee on Consumer Protection. During consideration of re
authorization legislation for the FTC, Subcommittee chairman James
Scheuer (D-NY), expressed strong opposition to the idea of a legislative
veto over FTC regulations and emphasized his confidence in the courts
as a sufficient check on overregulation. However, he has also expressed
concern about the Commission's "overzealousness" but has chosen not to
utilize reauthorization legislation as a reform tool. Instead, he has
proposed a simple budget authorization measure (HR 2313). In contrast,
ranking Republican James Broyhill (R-NC) has introduced a reauthorization
bill (HR 2367) containing a legislative veto provision, an exemption from
FTC jurisdiction for savings and loan associations, and a new economic
impact requirement for agency rulemakings. Broyhill is expected to
attempt to attach these provisions as amendments to Scheuer's HR 2313,
but in the face of the chairman’s determination to separate the budget
authorization from Commission reform, it looks like a heated battle.
The Commission has announced the possibility of lifting its ban on "ex parte"
communications between commissioners and outside parties concerned about
agency rulemaking efforts. FTC General Counsel Michael Sohn has recommended
that commissioners be allowed to meet with interested parties during the
written c o mment period, a two-to-six month period beginning just after the
FTC proposes a new trade regulation rule. However, meetings with
commissioners would still be forbidden during the longer period of public
hearings, while the staff and the presiding officer are preparing reports,
and while the commission is considering final issuance of a rule. The
recommendation also includes a provision that a verbatim transcript be
kept of all ex parte contact between commissioners and interested parties.
Under current FTC rule, the ex parte ban takes effect when the initial
notice of rulemaking is published in the Federal Register.
SECURITIES AND EXCHANGE COMMISSION
Oil and natural gas producers do not have to disclose capitalized costs and
costs incurred, using the full cost accounting method or successful efforts
method respectively, according to a release by the SEC (Release 33-6029,
2/23/79). This release formally withdrew a proposed SEC rule which would
have established the requirement. Responding to adverse contents on the
proposed rule, the SEC apparently agreed that the cost of obtaining the
information would outweigh its benefit. In an interpretive release
(Release No. 33-6028), the SEC explained under what circumstances oil
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gas producers can switch accounting methods. For the fiscal years
after December 25, 1979, producers are required to adopt either full
cost accounting or successful efforts accounting. Noting that under
certain circumstances, companies may change to either method, the SBC
release also noted that once a choice had been made, it was not in the
"best interests of the investors" for companies to make subsequent
accounting changes.
a

TREASURY, DEPARTMENT OF
A discussion draft bill and report on the taxation of fringe benefits has
been completed by the House Ways and Means Employee Fringe Benefits
Task Force. The draft bill would allow fringe benefits to be excluded
from gross income in five ways: under a general guidelines test, by a
convenience-of-the-employer test, a de minimus test, under existing
statutory exemptions, or by Treasury Department regulation. Under the
first method, general guidelines would exclude items which are made
available to employees generally or to a reasonable classification of
employees, have no substantial cost to the employer, and do not account
for a substantial part of the employee's pay. Secondly, fringe benefits
made available primarily for facilitating title employee's service to the
employer would be excluded. Under the third rule, benefits of small
value, such as a Christmas ham or turkey, would not be taxed. Fringe
benefits already given tax-exempt treatment under current law would
not be affected. This would include, among other items, group term
life insurance, medical benefits, qualified pension plans, and group
legal services. In addition the Treasury Department would be given
authority to exclude certain other benefits by regulation. The draft
report also discusses hew the value of a fringe benefit would be
determined and the effect of the fringe benefit rules on federal with
holding taxes, social security taxes and unemplo y ment taxes.
Legislation (S.487) to provide tax credits for persons who invest up to
$50,000 in new stock issues of small and medium-sized companies has
been introduced by Sen. Gaylord Nelson (D-Wisc). The proposal would
give an investment tax credit of 10% of the first $10,000 invested
and a 5% credit on the next $40,000 invested. Under the bill, the
total investment credit could not exceed $3,000 on an individual
return and $6,000 on a joint return. Investors would be required
to hold the stock for at least one year. The credit would be available
only for investment in new issues of common or'preferred stock of $25
million or less. According to Sen. Nelson, the purpose of his proposal
is to help curb the current trend toward the takeover of small and
medium-sized U.S. companies by foreign investors.
The 1977 Annual Report: of the Comptroller of the Currency has just been
released by the Treasury Department. Structural changes, conditions,
income and expenses of national banks are among some of the topics
included in the Report. The cost is $5 per copy and may be obtained
by contacting the GPO.
The Administration's Real Wage Insurance program received some new life
thanks in part to the increased rate of inflation reflected by the
1.3% increase in the price of producer finished goods in January.
Strongly suggesting a cause and effect relationship, Donald Lubick,
Assistant Treasury Secretary for Tax Policy, warmly praised the recent
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endorsement of W
by the United Auto Workers and the Teamsters Union
while at the same time indicating that inflation would provide continued
incentives for additional union acceptance of the RWI provisions of
the Carter anti-inflation program. Lubick echoed the Carter policy
committment against the implementation of mandatory wage and price
controls, characterizing them as "counterproductive."
A proposal to give Snail Business Administration assistance to employees who
want to acquire ownership of their companies through employee stock owner
ship plans (ESOPs) is generating strong support in the Senate. The bill,
S.388, was introduced by Sen. Donald Stewart (D-Ala) and co-sponsored
by Sen. Gaylord Nelson (D-Wisc), chairman of the Senate Small Business
Committee, which held hearings on the measure last week. Among those
who testified in support of S.388 was Finance Committee Chairman Russell
Long (D-la), who stated that under the terms of the bill, affected
businesses would".. .be able to borrow money and generate capital for
business expansion, improvements of plan and equipment or other necessary
expenditures, repaying any indebtedness incurred thereby with taxdeductible dollars. This will clearly make them more competitive
with their larger business counterparts."
On the House side, the Banking Subcommittee on Economic Stabilization
heard testimony from firms on their experiences with the use of ESOPs to
avert plant shutdowns or relocations and to prevent job losses. A bill
(HR 2203) designed to prevent jobs and stabilize communities by facilitating
employee or employee/community ownership of concerns that would otherwise
close down or relocate, was introduced on 2/15/79 by Reps. Peter Kostmayer
(D-Penn), Stanley Lundine (D-NY), and Matthew McHugh (D-NY). The bill
would establish a special program in the Commerce Department to make
loans, beginning on a small scale with $100 million in loan authority.
A General Explanation of the Foreign Earned Income Act (P.L. 95-615) is
currently being circulated by the Joint Committee on Taxation. The Act
was passed last year because Congress believed that special consideration
must be given to American taxpayers working abroad due to the extraordinary
costs of overseas living in many situations. The Act set up a four-part
deduction for these extra costs, consisting of: general cost-of-living,
housing, education, and home leave costs. Copies of the Explanation may
be obtained by calling the Joint Committee at 202/225-2647.
The form for electing to depreciate property under the Class Life Asset
Depreciation Range (CLADR) System has been shortened from four pages to
one (see IR-2101). The IRS has announced that taxpayers should use the
new version of Form 4832 to make the CLADR election for taxable years
ending on or after 12/31/78. The new version of the form, which is
available at IRS offices, has only two parts. Part I, Election Questions,
is the same as in prior years and Part II, Asset Guideline Class Sunmary
has been revised. Parts III, IV, and V have been eliminated. Taxpayers
must continue to maintain a record of the information previously
reported on the longer version of Form 4832 in order to respond to
surveys conducted frcm time to time by the Treasury Department to obtain
data that will keep up to date asset guideline classes and period.
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SPECIAL:

ANTITRUST

Congressional activity in the area of antitrust reform continues to gain
momentum as new studies are released and new legislation is introduced.
Most of the fallout can be traced to the recent Report to the President
and the Attorney General of the National Commission for the Review of
Antitrust Laws and Procedures. This 22 member commission made more than
50 recommendations on ways to expedite complex antitrust cases and in
crease competition in the economy. Five members of the commission,
Senators Kennedy and Metzenbaum, Congressmen McClory and Rodino, and
Assistant Attorney General (Antitrust) Shenefield, have each drafted
legislation. Some legislation has been introduced and has survived
brief, scheduled hearings without generating significant public op
position. Some legislation has been reintroduced. Drafts such as
Kennedy's "Merger Act of 1979" continue to circulate for comment, with
hearings scheduled for March 8th. Shenefield's proposals have not as
yet been dropped into the congressional hopper. All the while, reports
continue to circulate that the significant differences within the
White House over proposed anti-congomerate legislation will doom any
such legislation for this session of the 96th Congress. Despite these
differences, all of the parties seem to agree that the new antitrust
legislation should include partnerships and other unincorporated persons
that it should apply to intrastate activities? that it should amend the
laws to facilitate antitrust litigation, and that it should presume
certain mergers to be illegal because of the size of the corporations,
persons, or partnerships involved.
A short summary of the antitrust activity follows:
Kennedy's S.382:

"Competition Improvements Act of 1979"

♦Restricts Federal Agencies from regulation which lessens
competition.
♦Judicial review of agency actions.
♦Annual compliance report requirement.
Metzenbaum's S.390:

"Antitrust Procedural Improvements Act"

♦Expedites antitrust litigation
♦Includes persons (Including unincorporated persons)
♦Applies to intrastate mergers and acquisitions
Kennedy's Draft III:

"Merger Act of 1979"

♦Establishes definitions which would presume certain mergers
to be illegal according to size of parties involved; no
prior anticompetitive effect would have to be shown.
Rodino's HR 2060:

"Antitrust Enforcement Act of 1979"

♦Significant expansion of plaintiff's rights by giving right
of action to anyone in the chain of manufacture, production,
or distribution of goods or services.
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McClory's HR 2204:

"Clayton Act Amendments"

*Restricts amount of recovery by not allowing party to sue
for amounts he has passed onto other parties in the chain.
SPECIAL:

COMPREHENSIVE LIST OF REGULATIONS PUBLISHED

A comprehensive list of regulations being developed by federal regulatory
agencies has been published for the first time. Compiled by the
Regulatory Council, a group created by the President in October and
composed of representatives of 35 agencies, the calendar is only
the first step in an effort to identify duplication and inconsistencies
in the rules and discover which economic sectors are hit the hardest
by federal rules. The Administration also hopes the calendar will
increase public participation in the regulatory process. The list
contained summaries of 109 regulations proposed by 20 agencies covering
five general areas: health and safety, human resources, natural
resources, trade and commerce, and transportation and communications.
A section on banking, finance, and insurance was promised for the
next edition or the calendar, expected in six months. Although 35
agencies were asked to submit a list of their upcoming regulations,
not all chose to participate. Among those who declined was the
Securities and Exchange Commission. SEC Chairman Harold Williams wrote:
"We do not feel that it would be consistent with our congressionally
mandated status as an independent regulatory agency to participate
directly in the council’s work." Copies of the calendar may be
obtained from the GPO for $.75 each (S/N 022-003-00975-2).
SPECIAL:

BANKRUPTCY ACT SEMINAR

A conference to discuss the effect of the new Bankruptcy Act, which became
effective on 10/1/78, is being sponsored by the New York Law Journal
Seminars-Press. The program will study the effects of the Act on Loan
documentation and on negotiations between creditors and debtors. The
seminar will be held in three locations: The Americana Hotel, New York
City, 4/30-5/2/79, call 212/581-1000 for reservations; the Atlanta
Marriott Hotel, Atlanta, 6/27-6/29/79, call 404/659-6500; and the
Beverly Hilton Hotel, Los Angeles, 7/25-7/27/79, call 213/274-7777. The
conference fee, which includes all course materials, is $285. For
further information call 212/964-9400.

For further information contact:
Nick Nichols, Susan Fetter or Teresa Travers
2 02/872-8190
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